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Gentlemen: 1 

Your app l i ca t i on  f o r  exemption f r o m  Federal income tax under s ec t i on  
501(c)(7)  of  t h e  In t e rna l  Revenue Code has been considered. I 
The i n f o r m a t i ~ n  submitted with your applicatior! d i s c l o s e s  t h a t  you were I 
fomed Itto f&her  t h e  knowledge and understanding of o t h e r s  t h ~ o u g h  
formal and informal s o c i a l  events  of  common i n t e r e s t  and t o  promote 
f r i endsh ip  among c lub  members with o t h e r  individuals .  I t  s h a l l  also La 
t h e  purpose of *** ******** ******  t o  donate t o  c h a r i t a b l e  organiza t ions  
o r  needy families a t  least oace each year,  and t o  opera te  as a nonprof i t  
organizat ion."  Hembers o f  o t h e r  chapters  o f  * *  ******  ** **** ,  i n  
good s tanding,  moving i n t o  t h e  *****   a r e a  may become members of  ***  
******** ****** . 

You ind i ca t e  t h a t  you are a f f i l i a t e *  **** * *******   hap te r ,  * *  ****** , 
******  ** ****  , headquartered i n  * * * * * * *********  . However, s i n c e  
each chapter  is independent and incorporated i n  each s t a t e ,  jou request  
a r u l i n g  o f  exemption f o r  your own un i t .  

You s t a t e  t h a t  you permit nonmembers, o t h e r  than gues t s  of  membem, t o  
use t h e  c lub  f a c i l i t i e s  or p a r t i c i p a t e  i n  o r  a t t e n d  func t ions  o r  a c t i v i t i e s  
conducted by you. Yon a l s o  i nd i ca t e  t h a t  **% of  your income 's received 
from nonmembers i n  t he  form of  money a s  w e l l  as goods t o  be \!sed a s  door 
p r i z e s  o r  items t o  be auctioned. A t  s o c i a l  events  you c h a ~ g e  a in~nirmun 
e n t r y  fee. Your F inanc ia l  Date Sheet i nd i ca t e s  t h a t  you spent  $****  
f o r  advertisement.  - 
Sect ion 501(c)(7)  of t h e  I n t e r n a l  Revenue Code provides exemption fo r :  

. 
" C l u b s  organized f o r  pleasure,  r ec rea t ion  and o t h e r  nonprof i tab le  :' 
purp3ses,  s u b s t a n t i a l l y  a l l  o f  t h e  a c t i v i t i e s  of  whic' are f o r  such 
purposes and no p a r t  o f  t h e  n e t  earnings of  which imres t o  " 
bene f i t  of any p i v a t e  shareholder.  " 
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%ztf;ii L.SOl(c)(7)-libj or i i l s  Inca- Tax R s g u l a t b m  states t b a t :  

". . . Balfc i ta t lon  by adwwtisanmt  OP otharuine for publio pat raryle  
o f i t 6  f a a i l i t i o a  is prima faa ia  evidence t h a t  the  dub i a  angaging 
in Suoineue . . ." 

h a t i o n  1.501(~)(7)-1 of  the  m g u l a t b r  jvrovidea, i n  part, ar follow 

" ( L ) A  alub wk.i.ah a n w a s  kr businean, ruch aa muking i t a  
wcia and rearnat ional  f w i l i t i a s  avail.bla t o  the  grnaxwl public 
o r  by r e U L ~ q  FedL a s t a t a ,  timber, o s  u ther  pmducta, i r  nut q u i z a d  
and opsratrd excltmively for plaarurw, rscreat ion,  and at'.rr nonpmfitabla 
yuymero, a ~ d  i r  uot exempt unCar r w t l o n  SOl!a!. 802ia i ta t ion  by 
a d w m i r a m n t  o r  o t h a r ~ i s a  f w  public patxwrage of i t a  f a c i l t t i a r )  
i s  prima faa ia  evidonaa t h n t  the club i n  engaging i n  burinere and 
i a  not being operated a x c l u v i a l y  f o r  p l .a rwa,  m a m a t i o n ,  o r  
socia l  p u r p o ~ s .  Komver, an inc identdl  s a l e  of proparty w i l l  not 
deprive a club o f  i ts  ammp+ion." 

A review of the  availabla rscords f e u 8  t o  mveal t h a t  your "parsl~t,~' 

******  ** *****  * *  ******** ****** *********  has established tax  
exempt r t a tus .  

PubLia L a w  99-668 p d t s  aoaial clubr damoribcd h sect ion 501(c)(71 of 
the In teF la l  Rot~ue  Code to  qual i fy  far t a x  exemption i f  subs tan t i a l ly  
a l l  o f  its a c t i v i t i r r  an for p l o a s m ,  r s a n a t i o n ,  and o thar  nonpmfi t  
purposes, and i f  no moM t h u ~  35 percent of  all groso maoipta  including 
investmant in-, i r  fma nonmsmb.1. soume. No mom than 15 percan? of 
gmas receip te ,  however, can be f h m  t he  gonmwl public 's  u e  of  club 
f a c i l i t i e r  and r.rPices. Sinae your mceipts k m  non-mmberr is **  9, 
you do not  meat the  159 ] .b i t a t ion .  I n  addit ion,  advertiremant far 
publia patmnaga i r  prima f a i r  evidtlncr t h a t  the club is sngagic* in 
business w i t h  t he  gsnaral public. 

AccwclAngly, it is hsrd t h a t  yrru a m  not e n t i t l e d  to ~xsmpt iab  h m  
Ped.eral incow t a x  under nection 501(c)(7) of the I n t e h a l  Ravenue Code, 
and you are ~eguired t o  cue income t a x  ren&ns on Foni U 0 .  - 
If you do not  a m  with t h e m  m c l w i o n s ,  you may, withfn 30 day, frq4 
the data o f  thft l a t t e r ,  f5J.a duplicate a brief of tha f ac t s ,  h, 
and argument t h a t  a l e s r l y  a r t s  f a r t h  your poeit ion,  I f  you d e s k  an 
o r a l  d i ~ c ~ ~ s e i o n  of the i ssue ,  pleaee indica te  th in  i n  your proxsst.  Tb.6 
o-rrlns-(3 n39)*l.?"1t1.317 eC,1 g i . e r  inr t rucf ioru  f o r  filing a protes t .  

'f -,.ad do 11ot f i . 1 ~  a proteat  d t h  t h i s  o f f i c e  within 30 days of t h e  da te  
=f :!:is r b : ; . o r t  or l e t t e r ,  th' t proposed d e t e m h a t i o n  w i l l  bemm f i n a l .  
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If you agma with tbors ooma&wiaDl or do not w h h  to filO a ei t tw 
pmtut, p lume  844p and rvttrJla F m  6018 in th rru\laiul d - d h s u d  
m+.lop. ar 8r puiblr. You ahnJd also fib tb. malooad Ibdaml 
incoma tax nt\mr(a) w i t h i n  80 dqn dth tho Olrf, EZqplap.o ?lanlEkcrrpt 
0rganitiati.m D i d a h  UOQ Comimo~, U a ,  ' 2 4 ~ ~ 3  75242. < .  


